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Market segmentation makes the overall economic inefficiency, but it is a rational 
choice of the local government. In order to support the local economy and increase 
revenues, local governments have strong incentive to restrict the outflow of local 
resources and the inflow of outside products, resulting in the non-integration of the 
regional market. But since the mid-1990s, the degree of market integration in China 
has significantly improved, which means a more powerful force is changing the 
behavior of local governments. The paper notes this change happened during the 
implementation of the tax system and the reform of the financial system. In the mean 
time, fiscal policy and monetary policy is also experiencing dramatic change. The 
expenditure to GDP ratio, the loans balance from financial institutions to GDP ratio in 
provincial and municipal extent showing the trend of the synchronous movement 
with market integration index. So there is a question: Is there some connection 
between them? 
This paper uses the panel date of 28 provinces and autonomous regions from 
1996 to 2009 to analyze whether fiscal and monetary policy have effect on domestic 
market integration or not. The findings show that both fiscal and monetary policy can 
bring the domestic market integration, and fiscal policy is more important. The paper  
also find that the effect of fiscal policy is greater in the eastern and middle region, 
while the effect of monetary policy is more significant in the middle and western 
region. 
The innovation of this paper include: First of all, It has tested whether demand 
policies (including fiscal policy and monetary policy) will influence integration of the 
domestic empirically for the first time and evaluate the economic efficiency of 
demand policy from the national level; Secondly, through the sub-areas empirical 
analysis, It has tested whether there are regional effects while the demand policy 
influence the integration of domestic market. 
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第二节  研究思路和方法 
本文的研究思路如图 2： 
                                                             
① 三个变量的值悬殊，为了较好的同时反映三者的变动趋势，我们对第一个和第三个变量乘以 10。由于我
们关注的是三者的变动趋势，所以这一调整对结论没有影响。 
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